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Charter Communications (CHTR, $10, Equal-weight, Industry View:
Attractive, Target $22)

Please see our FebruoIJ' 21.2002, report "Chaner Com
munications. 4QOl Results and 2002 Guidance. ''.(or-o more
detailed ana~vsis.

Please see Exhibit JII, "Broadband Drivers "for an illus
tration ofour key assumptions.

Summary and Investment Conclusion
We are reiterating our Equal~weightrating and 52212·
month price target on Charter. We view the US cable in
dustry as Attractive. and believe that Charter and the indus
try will outperform the broader market over the next 12-18
months.

There are three critical variables we are monitoring with
respect to Charter's operating results in the first half of
2002. These variables have affected the last several quarp

leTS to some extent. and we believe that if successfully ad
dressed by the company, this would give us greater confi
dence in our 2002 and 2003 forecast. These are the same
variables we have been writing about in our last two Chaner
reports.

Analog and digital subscriber and ARPU growth. In
JQ02, Chaner will disconnect 120,000 basic subscribers.
about half of which are also digital subscribers. This will
not affect revenue. because revenue from these subscribers
had been reserved in bad debt expense (pan of the 4QOI
G&A expense). Our concern is whether Charter's nonnal
ized basic and digital growth will be significantly lower
than our expectations without the aggressive discounting
seen in the second half of 200 1.

We do not believe that digital growth will disappoint in
2002 for Chaner. We believe lQ02 will be weak, at ap
proximately 65.000-70,000 net additions. However. we
expect Charter to average] 4,500 per week for the remain
der of the year and end 2002 with 2.8 million subscribers.

With respect to basic subscriber growth, we expect 0.5%
growth in 2002. with basic ARPU growth of 5.5-6.0%.
Should Charter sec a higher level ofdowngrades from basic
to lifeline ($9-15 ARPU). then the basic subscriber growth
may be more than 0.5%, but basic ARPU growth would be
less than our expected level. This kind of downgrade usu
ally occurs from subscribers taking digital satellite service.
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Critical to Charter defending: its subscribers is a strong cable
modem rollout. we believe. As we have seen at Cox. bun
dling services is an effective method of reducing chum.

Programming toslS: We continue to expect more than 20%
absolute growth in combined digital and analog program
ming costs in 2002. This consists of an ] 1% nominal in
crease in existing networks, 4-5% growth from analog
channel expansion, and the remainder from digital addi
tions.

The risk remains that Charter's sector-high programming
costs could pressure margins in 2003. We believe these
coSls will decliDe toward 11-15% over time, as the company
stops expanding channel capacity in upgraded markets and
slows down its digital subscriber gro\\1h.

High-speed data marginL We expect that Chaner will
increase its margins on cable modem service from 35% in
200 ) to 40-45% in 2002. Tbis is based on increased scale
as the company adds approximately 600,000 cable modem
subscribers in 2002. We believe that Chaner (and most of
its US cable peers) will generate 75-80% gross margin (af
ter backbone connectivity costs) in 2002. We also believe
that the company will increase its data ARPU through 2002.
as it raised rates on its installed base by $3 per month in
October 2001. We expect full-year ARPU to increase from
$31 in 2001 to $33-34 in 2002.

However. 600.000 additions represent almost a 60% in
crease from 2001. Granted, Chaner is adding 2.5 million
home~ to it~ data footprint. However. there will be operat
mg expenses associated with deploying data In new sy~~

terns. In addition. ramping data has proven to be a poten
tiaHy margin compressing experience for many cable op
erators that are now beyond that stage in network expan
sion.

In summary. we believe that Chaner can continue expand
ing overall margins on the data product in 2002. However,
given the history of ramping high-speed data in the cable
industry. we view the deployment as a near·tenn risk to
margins.
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Changes to Our Forecast
In our February 21. 2002. report. we raised OUT cable mo
dem addition expectation from 480.000 to 600.000. and
lowered OUT basic subscriber growth estimah: nom 1.0% to

0.5%. OUT data estimate is at the high end ofthe company
guidance of 550.000-600.000. We reiterated our digital
forecast of630.000 despite the 1001 shortfall. We believe
the company will make up the difference in the Janer half of
the year.

Helping to drive digital growth will be the continued de
ployment ofYOD. The company ended 2001 with 2 mil
lion homes enabled to YOD. With 18% of its total footprint
subscribing to digital. this is approximately 350.000 YOD
enabled digital subscribers. We believe that Charter will
end 2002 with another 2 million homes added to its YOD
footprint. ending the year with 35% of its footprint with
VOO service.

We Expect 2002 Revenue and EBITDA Growth to Be
Back-End Loaded
There are several reasons why Charter's 2002[!TOwth will
be back end loaded. We believe that EBITDA growth will
ramp from 8-9% in 1002 towards 17-18% in 4Q02.

Margins will be compressed in 1002 as a result of the an
nual programming cost increases that occur. These pro
gramming increases are somewhat offset by basic rate in
creases: however. the rate increases are spread throughout
the year and the full impact is not felt until 3Q02. The other
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primary reason for the well above trendline gro\\1h is that
high-speed data growth should accelerate through the quar
ters of 2002. The start-up costs impact IQ02. while the
ARPU and rate of additions are highest in 4002 (implying

improved fixed cost leverage).

We are reiterating our full-year pro forma revenue and
EBITDA growth projections for 2002 of 14-14.5% and
13.5-14.0%. respectively.

Capital Spending and Financing to Free Cash Flow
We expect Charter to spend $2.5 billion in capital expendi
tures in 2002. with approximately $1.2-1.3 billion from re
build and upgrade activity. The company ended 200 I with
approximately $3.3 billion in total credit availability. Based
on our capital spending and EBITDA [!TOwth expectations.
which include capital and start-up losses related to a resi
dential telephony deployment in 2003. the company is fully
funded through free cash flow with an excess of almost
$900 million.

This includes maturing public debt repayments. which we
assume are redeemed using the bank lines. Chaner has
convertible debt of$750 million. which matures in 2005.
and another $630 million convenible senior note due 2006.
We believe both ofthese notes win conven prior to matur
ity. Charter has no high-yield debt expiring until 2007.
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Exnbit 111

Charter Communications
Broadband Cable Drivers
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Exnibil112

Charter Communications
estimlted 2002 Flir Mlrtce! Vllue

($ Millions Except Per Share Data)

Asset Description
Core Cable Television Operations
Telephony
Vulcan Tax Agreement
High Speed Access Warrants (7.75mm@$3.23 Ex. Price)
Worldgate Convertible Preferred (108,920 underlying shares)
Corporate Overhead
Total Estimated Asset Value

Less:
Debt
Convertible Debt
Net Debt
Preferred Stock
Minority Interest

Plus:
Cash
Cash from Stock Options
Total Fair Market Value

Class A Shares Outstanding
Class B Shares Outstanding
Class A Shares Out. Underlying Membership Units
Class B Shares Out. Underlying Membership Units
Convertible Debt
Stock Options
Total Charter Comm. Shares Outstanding

Total Fair Market Value Per Share

Supplemental Valuation Data
Estimated Asset Value
2002E CablefTelephony EBITDA
Est. Asset Value I Est. EB1TDA

2003E CablefTelephony EBITDA
Est. Asset Value I Est. EBITDA

2002£ Basic Subscribers
Est. Asset Value per Basic Subscriber

E'" Morgan Stonley Research Es,imoleJ
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Cable Total Charter
Operations Other Commications

$32.080.2 $32.080.2
1.652.3 1.652.3

451.6 451.6
0.0 0.0
0.2 0.2

(738.3) (738.3 )
$34.184.2 (5738.1) 533.446.0

18,492.4 18.492.4
(1.382.5) (1.382.5)
17.109.9 17.109.9

0.0 0.0
0.0 0.0

1.7 1.7
931.2 931.2

518,007.0 (5738.1) 517.268.9

294.537 294.537 294.537
0.050 0.050 0.050

26.320 26.320 26.320
339.132 339.132 339.132

58.882 58.882 58.882
46.558 46.558 46.558

765.479 765.479 765.479

523.52 (50.96)1 522.561

$33.732.5 $33.446.0
2.152.1 (70.0) 2.082.1

15.7x 16.1x

2.441.7 (80.0) 2,361.7
13.8x 14.2x

6,988.469
$4,827
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Embit'13
Charter Communications
Debt Clpitllization

($ MilliOTlI

'000 '001 2002E 200JE 2004F lOOSE 20061:

aank Dtbt
ChaMer Operatmg (Revolver. 4.432.0 4.145.0 5.069,6 5.390.3 5.615.4 6.3M.::! 7,0\4.0
CC Michigan. LLC and CC New England. LLC (Avalon) 213.0 0.0 0.0 0.0 0.0 0.0 0.0

CC VI Operallng Company. LLC IFanch I 895.0 901.0 901.0 901.0 901.0 901.0 901.0

Falcon Cable Communications.. LLC 1.050.9 582.0 582.0 582.0 582.0 582.0 S8l.n
CC \fill Operating. LLC (Bresnanl 712.0 1.082.0 1.082.0 1.082.0 1.082.0 1.082.0 1,082.0

8.250% Senior Notes due 2007 598.7 598.7 598.7 598.7 598.7 598.7 5Q8.-

8.625% Senior NOles due 2009 1.496.1 1.496.1 1.496.1 1.496.1 1.496.1 1.496.1 1.496.1

9.920% Senior Discount Notes due 2011 1.077.2 1.186.7 1.3073 1.440.3 1.475.0 1.475.0 1.475.0

10.000% Senior Discount NOles due 2008 (Renaissance) 94.5 !03.to 114.2 114.4 114.4 114.4 114.4
11.875% Smior Discount NOles due 2008 (Avalonl 131.7 146J 16-1.2 184.3 184.3 184.3 UI4.~

10.000% Smior NOles due 2009 675.0 675.0 675.0 675.0 675.0 675.0 675.0
10.250% Senior NOles due 2010 325.0 325.0 325.0 325.0 325.0 325.0 325.0
11.750% Senior Di.scoum NOles due 20 I0 335.5 376.1 421.6 472.6 529.7 532.0 :532.0
10.750% Senior NOles due 2009 0.0 900.0 900.0 900.0 900.0 900.0 900.0
11.125% Senior Notes due 20 II 0.0 :500.0 :500.0 :500.0 :500.0 500.0 500.0
13.500% Senior Discount NOles due 2011 0.0 398.3 453.9 517.2 589.4 675.0 675.0
9.625% SeniorNOIesdue2009 0.0 3:50.0 3:50.0 350.0 3:50.0 350.0 3:50.0
10.000"19 Senior NOles due 2011 0.0 575.0 575.0 575.0 575.0 575.0 575.0
11.7:5% Senior Dlscount'NOles due 2011 0.0 618.1 692.9 776.7 870.11 975.9 1.011UI
9.62:5% Senior NOles due 200q 0.0 0.0 350.0 350.0 350.0 350.0 350.0
10.00% Senior NOles due 2011 0.0 0.0 300.0 300.0 300.0 300.0 300.0
12.J25% SenIor Discount NOles due 201: 0.0 0.0 250.0 278.9 31 J.2 347.2 387.3
O1her (plul!) 273.Q 1.4 1.4 1.4 1.4 1.4 1.4

Subtotal $n.310~ $14.960.4 517.109.9 517.810.9 $18.326~' 519~'04.2 520.036.2

Convertible Senior NOles Due 2006 0.0 632.:" 632.:" 632.:" 632.:" 632.5 0.0
Convenible Senior NOles Due 2005 750.0 7:50.n 750.0 750.0 750.0 0.0 D.O

T0'11 Ofobt 513.060~ 5J6,342,lJ 518.492.4 519,193.4 519.708.8 519,936.7 520.036.2

NexI Fiscal Year EBITDA $1.786.2 52.082.1 52.361.7 $2.715.0 SJ.I()().b $3.501.0 54.043.0
TOlal Debit Frnward EBITDA 7.3x 7.8x 7.8x 7.lx 6.3x 5.h 5.0x

Tolal Net Debl (excl. convenible) I Forward EBITDA 6.9x 7.2>. 7.3>. 6.6x 5.9), 5.5x 5.0),

E = M()/~l!Qn 5wnJer Research Estimolf"
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Exhibil115

Charter Communications
Revenue and Operating Cash Flow Compsrison, Quanerly

($ Millions)

200 I As Reported 2002E As Reponed

10 20 30 40 10E 20E 30E 40E
Cablerrelephony Revenue

Analog 58053 $841.7 5930.9 S977.~ $9085 $959.1 $1.0175 $1.07:;4
Digilal Cable 433 53.9 69.0 77.3 82.5 88.8 95.9 103,9

Hi~h Speed Data 25..2 32.9 43.9 52.5 65.~ 80.3 98.t- 119,-

Total Cable Television Revenue 5873.8 $928.5 51.043.8 51.107.0 51.056.3 51.128.1 51.212.0 $1.297.11
Telephony (Res. Tel) 0.0 0.0 0.0 0.0 0.3 0.4 0.4 0 .....

Total C.blelTeJephon~·Rrvenue 5873.8 5918.5 51,943.8 5),107.0 51,056.7 51.128.5 51,zU.4 $lJ97-ot;

% Change 14.4% 16.1% 23.9% 23.9% 20.9%, 215% 16.2% 17.2°/(,

Cablerrelephony Gross Profit
Analog 5595.0 $629.9 $693.6 5734.0 5648.0 5696.7 57480S $797.:

Digital Cable 34.8 43.6 54.1 58.1 64.5 69.5 75.1 81.4
High Speed Data 19.9 25.9 34.3 40.7 51.1 62.8 77.0 93 .....

Total Cable Television Gross Profit $649.6 5699.3 5781.9 5832.8 $763.5 $829.0 5900.9 $972.0
Telephony (Res. Tel) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 OJ

Tolal C.bleffelephony Gross Profit $649.6 5699.3 5781.9 $832.8 $7635 5829.0 $900.9 $972"-
Gross Profit Margin 74.3% 75.3% 74.9% 75.2% 72.3% 73.5% 74.3% 74.9°;"

C.blerrelephon~' EBITDA

Core Cable Television EBITDA 401.7 442.0 482.6 516.8 465.0 522.3 5595 608.~

VideofData Stanup Losses 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Telephony EBITDA 0.0 0.0 0.0 0.0 10.71 10.91 10.91 (I. J)

TOlal C.blerrelephon~'EBITDA $401.7 $442.0 $482.6 5516.8 $464.3 5521.4 5558.6 S607.!'
% Change 9.5% 13.2% 16.4% 15.7% 15.6% 18.0%, 15.8% 17.6%

Cablerrelephon)' EBITDA
Total Cable Marginsexcl. Telephony 46.0% 47.6% 46.2% 46.7% 44.()O/o 46.3% 46.2% 46.9%
Telephony MaTj!in!' NM NM NM NM NM NM NM NM
Total Cablerrelephon)' Margias 46.0% 47.6% 46.2% 46.7% 43.9% 46.2% 46.1% 46.8°;•.

Corporate
Revenues $0.0 50.0 50.0 50.0 50.0 50.0 50.0 SO.O
Operating Cash Flow (13.71 (14.01 (15.01 (14.21 117.51 (17.51 (17.51 (17.5)
Operating Cash Flow Margin NM NM NM NM NM NM NM NM

Total Revenue 5873.8 5918.5 51,043.8 51.107.f1 51,056.7 51,lZ8.!' 51,zU.4 51.,297.~

GrO\\llh % !4.4'lt" 16.1% 23.9"A. 23.9% 20.9%. 21.5% 16.2% 17.2%
'101111 EBITDA 387.9 428.1 467.~ ~U2.h 446.t1 503.9 ~41.1 S9U_l

GroWlh% 9.7% 14.1% 16.8% 16.1% 15.2% 17.70/0 15.7% 17.4°;0
T 0111 Cash Flo'" Margin 44... ·/. 46.1'1. 4-4.8'1. 45.""/, 42.3';. 44.7% 4-4.6'/, 45$%

E'" Morgan SlonJey Resftlrch ESlimo'eJ
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Ellhibil116

Charter Communications
Revenue and Operating Cash Flow Comparison, 200D-2006E

rs Milium,,)

Pro Forma 1II
2000 2001 2000 2001 2002£ 200JE 2004' 2005f 200f,1::

C.b~rhkphony R,,"'t'nut'
Anal0t: S3.11O.t> 53.555.2 53.460.6 53.714.3 $3,958.5 54.269.3 54.574.7 $4.891.6 55.234.0
Di[Otal Cable 73.7 243.5 82.1 241.9 371.0 477.0 S77.i 677.1 785."
High Speed Data 65.0 154." 68.2 158.7 364.0 619.i 873.0 1.142.1\ 1.432.4

Tatal Cable Television Revenue 53,2492 $3.953.1 $3.610.8 54.1104.S S4.693.~ $5.366.0 $6.0253 S6.711.4 $7.452.:
Telephony (Res. Tel) 0.0 0.0 0.0 0.0 1.7 13.0 63.0 1f'l15 332.1

TOIII C.hterretepbon~' Revt'DUt' 53,249.2 53.953.1 53,610.8 504,114.8 54.695.1 55.379.0 56.018_' 56,872.9 57,'714.3
% Change 11.4% 9.5% NM 14.0'1i> 14.1% 14.6"0 13.2% 12.1)1"9 D3°,o

C.bterhtephony Groll Profi1
Analog $2.378.9 52.652.4 $2.623.7 52.762.8 52.890.7 53.076.5 53.277.~ S3.48D 53.701$
Digital Cable 66.5 190.5 51.1 189.3 290.5 362.9 427.9 488.0 550.7
High Speed Dall! 52.~ 120.7 52.5 124.1 284.4 482.9 679.9 889.4 1.114.4

Total Cable Television Gross Profit $2.497.9 52.963.7 52,727.4 53,076.1 S3,465.~ $3,922.3 $4.385.3 S4.859.i S5,366.q
Telephony (Res. Tell 0.0 0.0 0.0 0.0 O.~ 3.4 20.7 70,{) 150.Q

T oral Cablt'rhRphony Grou Profit 52.497.9 52.963.7 52.727.4 53.076.1 53.465.8 $3,925.8 54.406.1 54.929.7 55.51H
Gross Profit Margin 76.9% 75.0% 7S.5~0 74.lWo 73.8% 73.0% 72.4% 71.",. 70.~0

Cabkorrt'tt'phon~'ERITDA

Core Cable Television EBJTDA 1.607.7 1.843.1 1.722.2 1.900.1 2,155.7 2.4$6.9 2.83D 3.200,7 3.564.0
Video/Data Stanup LOS5e!' 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Telephony EBITDA 0.0 0.0 0.0 0.0 {3.71 (lS.2) (27.4) O.:t 36.1
Total Cablt'rrt'tt'phon~'EBITDA 51.607.7 51.843.1 $1.722.2 $1.900.1 52.152.1 $2.441.7 52.804.9 $3.200.9 S3.600.1
% Change -6.6% 14.6'10 20.9% 10.3% 13.3% 13.5% 14.9% 14.1'1-0 12.5'h

Cabli~rrt'lt'phon~' ERITDA
Tolal Cable Mafl!ins excl. Telephony 49.5% 46.6% 47.7% 462% 45.9% 45.8% 47.0% 47.7% 47.R%
Te1ephony Marpln~ NM NM NM NM NM NM NM 0.2'h. 10.9"/0
Total Cablt'rrt'lephon~'.'\hrRins 49.5% 46.6% 47.7·/0 46.2% 45.8% 45.4% 46.1% 46.6% 46.2%

Lorporatt'
Revenut'!- $0.0 $0.0 $0.0 $0.0 50.0 SO.O $0.0 SO.O SO.II
Operauny Cash Flo", (65.1 ) (56.91 168.01 (66.5) (70.0) (80.0) (89.9) (94.4) (99.1)
Operatln(!. Cash Flow Maryin NM NM NM NM NM NM NM NM NM

Total Rt\'enUl' 53.2492 53.953.1 53.610.8 S4,114.R S4,69~.1 S~.,379.0 56.088_' 56.872.9 $7.784.3
GroWlh °/<' NM 21.7% NM 14.0% 14.1% 14.6% 13.2"10 12.9"/i> J:U%

Total EBITDA 1$42.6 1.716.2 1.6504.2 1.833.6 2.082.1 2.361.7 2.715.0 3,106.6 3,501.0
GroWlh% NM 15.8% NM 10.9% IJ.5% 13.4% 15.0~0 14.4% 12.7%

Total Cash Flo,,' Ma'l!in 47.5·/. 45.2% 45.8·/. .....6% 44..1% 43.'-;. .....M4 45.2-;• 45.0%

/;~ Morga/l ~/(illlI'I' /((',<{'urd, t..</tnIU/("
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Exhibit 11B

Charter Communications
Cable Television Operations, Quarterly (continued)

($ MillIUIl except per dotuj

200I as Reponed 2002E
10 20 39 40 10E ZQE JQE 401:

T01.1 Rt!venue S873..8 5928.5 51.043.8 51.107.0 51.056.3 Sa.128.1 51.%12.0 51.297.0
% Change 14.4~Q 16.1% 23.~1e 23.~. 10.8% )1.6% 16.I~o 17.2~

Analog Ptopamming COSI~ 210.4 211.8 2313 2433 2605 262.3 268.~ 276.:
% ofTotal Analog Revnlue 26.1°,. 25.2% 25.50,.. 24.9% 28.70,.. 27.4% 26.4'" 25.7',"

Digilal Prog. & DIrect COM~ 8.5 10.3 14.9 19.2 18.0 19.3 20.1' 22.:<-
°io ofTotal Digital Revmue 19.'-"0 19.1% 21.6% 24.9% 21.8'.. 21.7". 21.7% 21.7°,~

HSCDS Direct Optrauny C05I~ 5.3 7.0 9.6 11.8 14.3 17.5 21.(, 26.:
% ofTotal HSCDS Revmut' 21,()O/t 21.3% 22.0% 22.4% 21.lWo 21,g-1o 21.9% 21.QC',p

Total Prol,.'I1Imminl; and Direct COS1~ 224.2 229.2 261.9 2743 292.8 m.1 31Ll 325.0
% ofTotal H$CDS Revenue' 25.7'10 24.7% 25.1% 24.8% 27.7"10 26.5% 25.7% 25.1',.

Analog ScrviceGross PrOfil 595.0 629.9 693.6 734.0 648.0 696.7 748.8 797.::
% ofTOlal Analoy Revenue 73.1)fj. 74.8% 74.5% 75.1% 71.3"1.. 72.6% 73.6% 74')"0

Digital Service Gross Profit 34.8 43.6 54.1 58.1 64.5 69.5 75.1 81.4

% ofTotal Di(!ital Revenue 80.3'1. 80.9"h 78.4% 75.1~ 78.2"0 78.3% 78.3% 78;:\'",
HSCDS Gross Profit 19.9 25.9 34.3 40.7 51.l 62.8 77.0 935
% ofTotal HSCDS Revenue 79.0% 78.7% 78.0'1, 77.6% 78.1% 78.2'''' 78.1% 78.1~"

Tolal Grou Prolit 5649.6 5699.3 5111.0 Sl3U 1763.5 $IZ'" 5900.9 1971.n
'/, ofTolal Rtvtnue 74.3% 75.3% 74.9% 75.2V, 72.3-/, 73.!'iV, 74.3% 74.9'/,

Plant OperatTng COSI~ 52.9 54.5 60.1 62.3 59.8 62.6 64.0 M.!'
% ofTolal Revenue~ 6.1% 5.9% 5.8% s.ti% 5.7% 5.6% 5.3% 5.0"/.

Marketing Cost~ 16.6 18.0 18.fi. 16.3 21.1 25.4 30.3 35.7
% ofT otal Revenue~ 1.9"" 2.00", 1.8% 1.5% 2.0'l-o 2J% 2.5'" 2.8°"

Gen. & Admin. Cost~ 178.!i 184.1 220.5 2373 217.6 218.7 247.1 262.7
% ofTotal Revenue~ 20.4'% 19.8% 21.1% 21.4% 20.6% 19.4% 20.4% 20.3%

Opnatln~ COSIS 248.0 2573 299.4 315.9 298.5 306.7 341.4 363.2
% ofRevenue~ 28.4% 27.7% 28.7% 28.5% 28J~. 27.2% 28.2'l-, 28.~0

EBITDA indo /"lie"" Ston. Start-up LoUt's I Tt'leph 50401.7 50442.0 5048U 5516.8 S465.0 -5522.3 5559.~ 5608.8
Operating Mar~in 46.0% 47.6% 46.2V, 46.7V, 44.0V, 46.3% 46.2V, 46.~h

% Change 9.5'h 13.2% 16.4% 15.7% 8.1% 11.00/, 15.9"/. 17.8'l-0
5 Year Rollin{,! CAGR

Add: Mgmt. Fees Net of Allocated Overhead Exp. (I3.7) (14.0) (15.0) (14.2) (17.5) (17.5) (17.5) 07.5)

Reported EBITDA 5387.9 5428.1 S467_~ 5502.6 $447_~ 5504.8 5542.0 5591-l

Add: I::lroadband Los~ C'lId. T elephon~ 0.1) U.U O.U O.U O.U 0.0 0.0 O.U

EBITDA ncl. Ne"" Mn'. Sian-up Lours 5387.9 50428.1 S467~ 5502.6 $447.5 ...... 5542.11 5591_'
Oprratin~ Marilin 44,4-/_ 46.1-/_ 44..% 45,4% 42,4-1. 44..% 44.7V, 45.6%
% Change 9.7"0 14.1% 16.8% 16.1% 8.8% 11.7% 15.9% 17.7%

E= Morgan Stanley Research Es,imo'e~

Broadband Cable Television - April 5. 2002

Please see the important disclosures at the end of this report.
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Charter Communications
Pro Forma Cable Television Operations, 2000-2006E (continued)
rs Million I!xupt p..r JIJf(J)

"""" Pro Forma II I
'000 ")Ill '000 '00' 2002E 2oo3E 'OO4E lOOSE 'OO6E

TO'81lUunur S3.24'.2 SMUt $3.610.1 So4.IJU $4.693.5 55.366.0 56.025.3 56.711,4 57.451.2
% Chanllf 11,4% 21.7"10, I·U,% 14.1% 14.J':',. 12.3"", J 1.4';;, 11.(1",,,

Analog Pro~mrmni! COSlS 728.9 902.8 836.9 95U 1.067.8 1.192.Q 1.297.1 1.409.::- 1~3D

%of101al AnalOi!Revenul' 23.4% 2.5.'% 24.3':'.. 25.6% 27.G""- 27.9"", 18.4"1. 28.8% 29.~""

Dillilal Prot:. & Dit«l COSl~ '.2 52.9 31.0 52.6 IOJ 114.0 149.7 189,0 23~, I
% of TOIal DJi!itlll Revenue 9.7% 21.7~1<, 37.7'l-i. 21.7"/. 21.7";;' 23.Jr,.•. 25.9",;, n~", 29.9';"

HSCDS DIT'eC1 Op:raunll COSIS 15.3 33.7 15.6 34.• 79.6 136.8 193.1 253.4 317')
'1,. orIOla! HSCDS Rrvenue 23.5% 21.8% 22.9"", 21.8% 21.9% 22.1"", 22.1% 221-",. 22.2·~"

Total Progfammlll1! and Dirttl CostS 751 J 989,5 883.4 1.038.7 1.228.0 1.443.7 1.640.0 1.851."1 2.08~ ..;
"I" of TOtal HSCDS R~\lo:nue 23.1% 25.~'" 24.5'l-., 25.2% 26.2% 26.9"11, 27.2% 27.6% 28.0'~"

Analog Service Gross Profil 2.381.7 2.6S2.4 2.607.0 2.762.8 2.890.7 3.0765 3.2775 H82.3 H01.1<
% ofT 0181 AnaJoj,! Re\lo:nll~ 76.6% 74.6% 75.7% 74.4% 73.0% 72.1% 71.6% 71.2% 70.7",•.

Digiial Servie~ Gross Profit bbj 19O.S 51.1 189.3 290~ 362,9 427.9 488.0 550.7
% ofT0181 Di~ilal Re~lIu~ 90.3% 78.3% 62.3% 78.3% 783% 76.1% 74.1% 72.1""" 70.1",,,

HSCDS Gross Profit 52.S 120.7 525 124.1 18<4.4 482.9 679,9 889.4 ],] 14.4
"Ii, ofTOIal HSCDS R~\lftlue 80.9"11, 78.1% 77.1% 78.loy., 711.1% 77.9"1.. 77.9"11. 77.8"", 77.8~"

T01_1 Gron Profit 52.497.9 52.963.7 51.727.4 S3.D76.1 53,465.5 53.911.3 54.315.3 54.159.7 55..166.9
";"ofTol.IRl'wftlH' 76.9% 7S.lJ% 75.5% '4.1% 73.1% 73.1"- 71.1% 71.4% 71.0'Y"

Plant Operaling Co.s 192.b 229.9 241.7 269.4 251.3 265.7 278.fl 29O.!' 30),4
%ofTllIal Re\lftlues 5.9",t" 5.8% 6,7·", 6,5'Yo 5.4·... 5.~A, 4.6"", 4.3% 4.1%

Marke1ing COSt; 63.8 70.3 ..., 72.4 112.5 134.2 1627 194.6 231.0
% ofTOIal R~\'enue!' 2.0% 1.8% 1.9"1\, 1.8% 2.4"", 2.5",,, 2,7"", 2.9% 3.1~,

G~n. &. Admin. C05l5 633.8 820.3 693.7 834.1 946.0 1.065.fo J.JJ I.e 1.173.9 1.268.4
% ofTOIal R~\lenu~~ 19.5% 20.8% 19.2% 20.)% 20.2"1\, 19.9".4 18,4% 17.5% 17,0"",

Oprr_ting COIlS 890.; 1.l20.t> 1.005.2 1.176,0 1.309.8 1.465.04 \,5HO 1.659,0 1.802.9
';" ofRe\l~nu~~ 27.4% 28.3% 27.8% 28.6"";' 27.9% 27.3% 25.8% 24,7% 24.2%

EBITDA incl. !Ill"" Srn S,_rt-up LosH'lI T.....pt1 51.607.7 51.84.1.1 51.711.2 51.900.1 51.155.7 $1.456.9 52.131" 53.100.7 53.5....11
Oprratinll M'rltin 49.5% 46.6% 4"1.7% '6.2% 45.9% 45.1% .,.0% 47.7% 47.1".

'}"Change 18.4% 14.6% 10J"Ii, 13.5% 14.0% 15.3% 13.0% 11.4',,,
5 Year RolJin~ CAGR 14.7% 13.2% 14.1%

Add: Mj!1TIl F«s Ne1 of Aliocaled O\lc-rhrad Exp. (M.I) (56.9) (68.01 t06.~) (10.0\ 180.0) (89.9) 194.4\ 199.1)

Rtporll'd EBIlDA 51.541.6 51.716.1 51.654.2 51.133.6 51.015.7 51..176.9 52.741.4 53.106.3 53.464.9

Add: Broadband Losses uel. T~lephony 0.0 0.0 0.0 0.0 00 0.0 0.0 0.0 00

EBITDA uel. SI''' Srr\'. SliM-UP Loul'~ 51.542.6 51.716.1 51~.2 51.133.6 52.015.7 51.3"16.9 51.741.4 53.IOU 53.464.9
Oprrltinll I\b'l!in 47.~-4 45.1% 4~.'·4 44.6% ....4·4 44"-4 45~·;" ....m 46.$-;'
.; ('I1'lIIL" :~2", 15,~'~ 10.l)". D.7", 1.10" I ~ 4".. DJ';. 115·~.

E -= Morga/J SlOnJey Research Es,imote.<

Broadband Cable Television - Apri! 5. 2002

Please see the imponant disclosures et the end of this repan.
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Corncast Corporation (CMCSK, $30, Industry View: Attractive, ++)

IPage 147

...;.. + Rating and price larget for this com,nl.ln.l have been
removedfrom consideration in this report because, under
applicable law and/or Morgan Stanley policy, Morgan
Stanley may be precluded/rom issuing such information
with respect to the company at this time.

Morgan Stanley & Co. Incorporated ("Morgan Stanley'') is
current("v acting as financial advisor 10 Comeasl Corp
("Comeas' 'J in its announced proposed merger with AT&1
Broadband.

The proposed transaction is subject to, among other things,
the approval 0.(shareholders ojComeas, and AT&T Corp.
This report and the information provided herein is not in
tended to (i) provide voting advice. (ii) serve as an en
dorsement ofthe proposed transaction. or (iii) result in the
procurement, withholding or revocation ofa proxy or any
other action by a security holder.

Comcast has agreed to payfees to Morgan Stanley for its
financial services. including transaction fees that are can·
tingent upon the consummation ofthe proposed transaction.

Please refer to the notes at the end ofthe report.

Please see Exhibit 121. "Broadband Drivers," for an illus
tration of our modeling assumptions. We are forecasting
Comcast "stand-alone." which is not pro forma for the an·
nounced AT&T Broadband transactions.

Comeast Cable
We expect pro forma cable revenue and EBITDA
growth of 11-12% and 10-11 %, respectively, in 1002.
For 2002. we project pro fonna revenue and EBITDA
growth of 12% and 14%. respectively. We expect a slight
decline in cable EBITDA margins in 1002. with quanerly
margin improvement through 2002. The company's cable
guidance is for 10-12% pro forma revenue gro\\1h and 12
14% pro fonna EBITDA growth.

We anticipate 1% basic subscriber gro\\1h during the year,
and basic rate increases should average 4-5% in 2002.

Digital Additions, VOD
Comcast should add 160,000 digital subscriptions in
1002, a decline from 4001 levels of 214,000. Comcast
reports subscriptions, not subscribers, but we assume 1.25
digital set-top boxes per subscriber. Therefore. 160.000

Broadband Cable Television - Apri/5. 2002

Please see the important disclo8ures at the end of this report.

subscriptions equates to about 130.000 digital subscribers.
in Our view.

We have always assumed a decline in digital additions in
2002 versus 200), as penetration of basic subscribers has
already exceeded 20'10 (based on reponed subscriptions
divided by 1.25). We expect the company to end the year
with just under 3 million digital subscriptions. which repre
sents a 19% decline in additions from 200 I on a pro fonna
basis. By the end of 2002, we expect digital subscriber
penetration ofbasic subscribers to reach 28%.

Comcast ended 2001 with 3 million VOD-enabled home'
and expects to increase this to 5·6 million by the end of
2002. We estimate that this means that 1.35-1.45 million
Comcast digital subscribers will have access to VDD by the
end of 2002. In addition. Comcast plans to launch high
definition on four channels - ABC, NBC, HBD, and
Showtime - to 1.3 million subscribers in the Mid-Atlantic
cluster.

Cable-Modem Additions
We expect Comeast to add 94,000 cable modem subscribers
in 1002, to end the quaner with 1.04 million subscribers.
ARPU on the data product should average $40 per month
during the quaner, up from an average ofS35 in 2001. As
to 2002, we project acceleration in additions of about 23'%
from 2001, for year-end 2002 data subscribers of J.53 mil·
lion. Penetration of total homes passed at the end 00002
should be just over 10'/., versus 6.8% althe end of2001.

During 1002, Comcast completed the transition of its 1.0
million data customers off the @Home backbone to its own
managed backbone. Under the @:Home agreement. Com
cast paid @Home 35% of the gross data monthly revenue.
Comeast believes it wiJI be able to reduce these costs below
35% - largely through savings in customer service costs
and paying a fixed bandwidth cost- by running its own
backbone.

In February, Comcast announced an agreement with United
Online to offer high speed Internet services via United's
ISPs, Netzero, and Juno. United Online will market the
service to the subset of its existing 1.5 million dial-up sub
scribers who reside within Comeast's footprint. Jfthese
subscribers upgrade to a United broadband service via
Comcast's cable modem. Comcast performs the installation.
bills the customer, operates the customer service, and man-
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ages the entire network flow of traffic. The subscriber re
tains its United email address, and the home page is a
United home page. Under this arrangement. llnited's only
acquisition cost is the marketing expense. which we expect
to be insignificant on its existing dial-up base.

We project that Corneast receives revenue of more than $35
per month per subscriber on these United broadband sub
scribers, with United taking the difference between the
gross revenue and its payment to Corneast. The latter also
saves the typical $150 in marketing costs it incurs on each
of its new broadband subscribers.

Capital Expenditures and Plant Upgrades
We expect about $1.57 billion of total capital expenditures
during the year, with an estimated $1.3 billion for the cable
business. This compares to total capital expenditures of
$2.2 billion in 2001. The decline in capex is primarily due
to less rebuild and upgrade activity. In addition, the cost of
set-top boxes and cable modems continues to decline.

Comcast ended 2001 with 95% of its systems upgraded for
550 MHz or higher and about 82% of its systems were at
750 MHz or higher.

Broadband Cable Television - April 5, 2002

Please see the important disclosures 8t the end of this report.

!page 148

avc
We expect QVC to deliver) 1-12% revenue growth and 12
13% EBITDA growth in 2002. Within QVC's domestic
operations, we forecast revenue and EBITDA growth of
11% and 12%, respectively. We project domestic sales per
fuJI time equivalent subscriber (FT£) to increase 6-7% in
2002. After a difficult 2001, QVC U.K. should grow reve
nue 11% in 2002 based on continued distribution growth
coupled with moderate growth in salesIFTE. In Germany.
we forecast 14% revenue growth and expect EBITDA to be
close to break-even. In 1Q02, we anticipate 11.5-12.0'"
revenue growth and 13.0-13.5% EB1TDA growth. reflect
jog a moderate expansion in international EBITDA margins.

Content
The content businesses include E! Entertainment, the Golf
Channel, Outdoor Life, and Spectacor. In 2001 on a pro
forma basis, these channels contributed $740 million in
revenue and $190 million of cash flow. In 2002, we expect
the content business to generate revenue and cash flow
growth of9·10% and 17-18%, respecrively.

_._--------------------------
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Exhibil123
Comeaat Corporation
Balance Sheet ForeCIIst

2000 2001 2002E 2003E 2004E 2005E 2006E

Cash & Marketable Secunlle5 565].; 5350.0 5350.0 5350.0 5350.0 5350.0 $350.(1

Accounls Receivable 891.9 967.4 1.101.4 1132.3 1.369.Q 1.527.0 1.702.>
Other Currenl Assets 541.3 608.2 692.4 774.8 861.3 960.0 1,0705
Total Current Assets 2.084.7 1.925.6 2.J43JI 2.357.1 2.581.;2 2.837.1 :'.123.:-

Prop.. Plant. & Equip. (Rptl 6.799.2 9.736.8 10.526.9 J1.147.5 11.418.2 11.858.8 12.380.6
Accumulated Depreciation 1.596.5 2.725.7 3.308.3 3.798.0 417 J.) 4.747.1 5.225.~

Net Prop.. Plant. & Equip. 5102.7 7.011.1 7.218.6 7,:\49.5 7.146.9 7.111.7 7.155.1

Invesl.Tnenis in Uncon. Operations 5.721.6 4.302.4 4173.9 4145.4 4.211.2 4.170.2 4.120.9
Intan~jble Assets 22.735.5 24.892.7 24.592.7 24192.7 23.992.7 23.692.7 23.392.7
Other Assets (0.0) (0.0) 0.0 (0.0) 0.0 0.0 0.0

Total Asset!' 535.744.5 S38.131.8 S38129.0 . S38.244.7 S37.932.0 $37.811.7 S37.792.0

ShoTHenn Debl S293.7 $460.2 SO.O SO.O $0.0 SO.O $0.0
Account Payable 2.852.9 2.852.4 3.027.2 3.140.6 3.217.3 3.280.8 3.317.8
Other Current Liabilities 105.5 129.1 147.0 164.5 182.~ 203.8 227.2
Total Current Liabilities 3.252.1 3.441.7 3.174.\ 3.305.0 3.400.1 3.484.6 3.545.1

Long-term Debt 10.517.6 11,741.6 B.1 53.8 13.050.4 12.520.0 12.035.8 11.5047
Long-term Debt - CMCSA Finance 0.0 0.0 0.0 0.0 0.0 0.0 O.ll
Minonty Inlernl 1.257.2 1.818.4 2.069.';' 2360.6 2.691..1 3.064.1 3.475.1

Deterred Taxe~ 6.576.6 6.651.1 6.601.0 6.583.5 6.604.5 6.670.5 6.785.6
Other Liabi1ille~ 54.6 6.0 1951.3) (988.9) 11.027.2) 11.066.3) (1.106.2)

Preferred Equit~ 59.5 0.0 0.0 0.0 0.0 0.0 0.0
Common EqUI1~ 14.026.9 14.473.0 14.182.0 13.934.0 13.743.2 13.623.0 13.587.8

Total EqulIY 14.086.4 14.473.0 14.182.0 13.934.0 13.743.2 13.623.0 13.587.8

Total Liabilities & Equity $35.744.5 S38.l 31.8 $38.229.0 S38.244.7 S37.932.0 S37.811.7 S37.792.0

E= Morgan Sianley Research Estimates

Broadband Cable Television - April 5. 2001

Please see the important disclosures at the end of this report.
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Comelst Corporation
Revenue and Oparating Cash Flow Comparison, Quarterly

($MiIIlo,,~)

2001 2002E
19 29 39 49 10E 20l: 30E 40E

Cabll' Tl'll'viWon HI'\'l'n""
Allllo~ SI.oJ8.8 SI.BS.a suns 51.192.9 51.185.7 SI.2~.6 51.232.8 51.248.4
Digital C,ble 46.2 54.2 63.0 70.4 77.9 83.6 88.8 95.9
High Speed O.la 54.~ 6l.:! 75.0 91.6 119.4 IIO,q 161.7 185.1

Total Cabk Television Revenue 1.1395 1.255,4 1.309.8 l.JS4.9 1..183.0 1.439.1 1.48:D 1.529.4

SponsNcl B5 21.i 17.1 20.0 23.9 IS.Cl 15,9 H9
TOlal Cable Television Revenue 1.153.0 1.277.1 1.326.9 1.374.9 1.407.0 1.455.0 1.499.3 l.5S:U
% Change 17.0% 23.9% 24.6% 21.(Wc 22.0% J3.9~o 13,oe,o I.l0'%

Telephony /CBe & Residtnliall 95 96 11.4 8.1 9.8 10.3 115 14.3
Tolal c.b1l'rrtlt'pbon~'Rnl'nuf Sl.162~ 51.286.7 51.338.3 51.,383.0 $1,<4116.1 51.465.3 51,510.1 51.567.6

0/0 Change 16.9% 23.6% 24.5% 20.8% 21.9% IJ.901i1 12,~ IJJ%

Tolal Cabl~Gron Profit 5822.9 $917,4 $959J $987.~ $985.8 5J.04~.6 $1.084.8 $1.125.5
Gross Profu Malltin 70.8% 71.3% 71.7"0 71.4% 69.6~ 71.2% 71.8"" 71.8%

C.blerr~l~boa~· EBITDA
Core Cable Trieviskln EBITDA 488.0 549.0 572.4 583.~ 581.0 635.9 656.1 685, I
VideofDala Sianup Losst" 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Telephony EBITDA 'CBC & Res}denlialj (35.0) (38.8) /32.1) (37.9) (10.8) (IU) (14.2) (2J.8l
SponsNeI 3.9 /2.81 2.6 0.0 0.0 0.0 0.0 0.0
C.tM T~lr".toftrftl~phon~·EBITDA 5456.9 5507.4 5~2.9 5~5.4 5570.1 S62"~ 5641.9 5663~

%Chang~ 4.8% 113% 0.50," 17.7% 24.8"", 23,1°'0 18.2% 21.6%

c.blerr~lrphoa~· Mar'Jl!ins
TOIal Cable Ma'l!insell.cl, Te~y 42.8% 43.7% 43.70,.. 43.1';" 42.0-/0 44.20,.0 44.2';;, 44.8%
Telephony Mall!ins NA NA NA NA NA NA NA NA
Total C.b~rr~wphon~·Malltin~ ~9.3% 39.4% 40.6% ~9.4"o 40.2"'-0 42.6% 42.5"'-. 42J%

QVC
DomestK $755,1 $756.8 $773.2 $1.088.0 $842.0 $839S 5858.6 51.205,7
UK Revtnur 68,7 64.0 59J 79,7 76J 70,1l 66.7 88.2
Grnnany 46,1 41.8 4H 64.1 53.4 47,1) 52.2 72J
<hI." 14.1 13,4 16.8 304 16.2 15.4 19.3 33.4
Tot.1 QVC Rnrnu.. ...... 5876.11 5895.1 51.262.2 5917.9 5973.1 ...... 51.399.8
%ChaJllle 7.7% 13.7°,0 9.10,. 12.3% II.Silo 11.10,0 11.4% 10.9%

COSt of Goods Sold $556.6 5555.1 5573.9 $828.7 5622.1 5612.S $638.6 $917.6
Tot.1 Gross Profit 5327.4 5320.11 5321.1 S433_~ .3.... 5360_1 5358.2 5412.1
Gross Profi, Marp:in 37.0% 36.60

/(1 35.9% 34.3% 37.0% 37.00,~ 35.9% 34.4%

Domestic $170.6 $1665 515H $231.S 5190.2 SI8H· 5178.6 $2601
UK 55 3.? 4,fI 12.4 9.1 ,. 6(l ]09
lJ~mlan, (U,b, (:,J, 1:!.5, ll.U, lU.t-, (:: , C51 to.."
<h1><, (2.M n.21 (S,61 16.81 12.61 0.2l 15.61 114.6)
Tolal QVC OJM'nllia. C.sh Fktlll 5172.7 Sl!'9J1 5153.7 5236.1 5195.9 5186_' S176~ 5256.1
Cash Flow MarJ/.in 19.5% 18.20,,, 17.20,0 18,7% 19.8% 19.1~. 17.7% 18.W.
%Chanl!~ 19.3% 19.3% 10.3% 17.3% 13.4% 16.6% 14,8% 8.~%

% Chan~oe (cll.cludinl! OlherlJlpan1 21.1% 25.5% 13.4'/. 20.1% 13.2% 15.9% 14.3% 11.4%

T0••1Coalew.
RC'venu~ 5167.0 51Sb4 5142.4 5199.2 5217.0 5196.9 5186.U 5212.J
OpnalinJ,! Clsh Flov. 35.J 5J.5 31.5 41.0 51.0 4b.0 50.') 74.1
OpmttinJ,! Clsh Flow MatJ,!in 21,1% 32.90,,, 22.1",,0 20.6% 23.5% 2J,4'~", 27.3% 34.9%

[Iiminatton.. Corporlt'. and Qlhtr
Eliminations & OIhet ($18.0) ($20.61 1$20J) ($20J) ($9.1 J ($9.11 ($9.1 ) 1$9.1 )
CotpOrate Overhead & DthC'r (24.0) tl8.3) (22.31 C167.8J (3B) (32.S I 132.5) /32.5)

TOI.IR,n._ 52.196.1 52.291.5 S2.355R~ 52.824.1 52.612.5 52.626.1 52.684.5 53,170.6
Total OJM'ratin, C6h flolll 640.9 700.4 705.1 654.7 71B 824.4 836.1 961.0
Operalinl Cab nolll' M....ill 29.1% 30.!W, 30.0% 23.2% 30.0% 31.4'1, 31.2% 30.3%

E'" Morgan Stanley Research Estimote.<
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Ellhibit 128

Comeast Corporation
Pro Forma Consolidated Cable Television Operations, 2000·2006E

rs Mil/lOti except per data)

AetUil Pro F""",
2000 2001 2000 2001 2002E 2003E: 2004£ 200SE 2006E

Homes PaUl'd 12.679.300 13.928.500 13.558.321 13.928.500 14,137.428 14.349.489 14.564.7:'1 14.783.202 15.004.950

% Change :n.8% 9.9% 1.8% 2.'-/0 1.05-/0 1.5% 1.5% 1.5"Jo 1.5"J~

Basic SubSl'riMrs 7.606.800 8.471.000 8.386.884 8.471.000 8.552.000 8.632.000 8.711.000 8.789.000 8.866.000

%Changt' 33.0°/0 11.4% 2.2% lJ)tlo I.OOfi, 0.9%, 0.9% 0.9% 0,9°",
Homes Passed Penetrallon 60.0% 60.8% 61.9% 6O.r/o 60.5% 60.2% 59.8% 59.5% 59.1°",

Premium Sublcription~ 6.177.291 6.763.647 6.753.291 6,763.647 6.708.675 6.651.058 6.585.662 6.507.294 6.420.312
%Chan[!t 32.4% 9.5% 2.1% 0.1% -O.S-iO -0,9% ·1.0% ·1.2% ·1.3"",
Basic Susbcriber PenetratIOn 81.2% 79.8% 80.5% 79.8,,"0 78.4% 77.1°/. 75.6% 74.~1O 72.4"/u

Dip:ital Subscriptions 1,354.100 2.335.800 1.519.900 2.335.800 2.996.885 3.548.676 4.049.286 4.462.629 4.815,544
%Chanlte 162.8% 72.5% 174.20". 53."10 28.3% 18.4l!-" 14.1% 10.2% 7.9%
Homes Passed Penetralion 10.7% 16.8% 11.2% 16.8% 21.2% 24.70". 27.8~ 30.2% 32.1%
Basic Subscriber Penetration 17.8% 27.6% 18.1% 27.6% 35.0% 41.1% 46.5% 50.8% 54.3%
Premium Subscriber Penetration 21.9% 34.5% 22.5% 34.S'/0 44.7% 5).4% 61.5% 68.6% 75.()O/~

HSCDS Subscribt'rs 400.000 948.000 479.400 948.000 1,525.850 2.145.145 2.766.664 3.499.393 4.248.81 i

% Change 181.90/. 137.0% 201.5% 97.7% 61.0010 40.6% 29.~1O 26.5% 21.4l!-.
Homes Passed Penetration 3.2% 6.8% 3.5'% 6.8% 10.8% 14.90/" 19.~/(, 23.7% 2830""
Basic Susbcriber F'melralloo 5.3% 11.2% 5.70';;' 11.2% 17.8% 24.90/" 31.8% 39.8% 47.9",,,

Monthly Relt. Rev. per Basic Sub. $34.53 $35.74 S:W.49 535.77 537.22 539.0~ 541.04 $43.09 $45.24
% Chant/e 2.3% 3.5% 4.8% 3.7% 4.1% 5.0% 5.0% 5.0% ~.()O/"

Monthly Rel!. & Unreg. Re\". per Basic Sub. $45.26 546.28 S45.12 546.18 548.09 S50.7!' 553.65 556.75 $60.05
%Chanl!e 2.2% 2.2% 4.2% 2.3°"" 4.1"''' 5.5"/0 5.7% 5.8% 5.8%

Monthly Digital Video Re\'. per Digital Sub 510.09 510.59 511.00 510.59 510.87 511.37 511.93 $12.53 5\J.1(,
% Change ·2.8% 5.o-'/i. 21.6% -3.7% 2.7% 4.6% 5.0% 5.0% 5.0'\<~

Monthly@HomeRev. per @Home Sub 37.94 35.09 535.00 535.09 $41.96 $41.44 $40.98 540.68 540.4l<i
%Chanj,!e -5.4% -7.5% ·7.7% 0.3% 19.6% ·1.2,}" -1.1% -0.7% -0.5'\-"

Rej,!ulated Analog Revenue~ 53.020.2 53.507.8 $3.434.4 S3.617.7 53.801.6 54.029.4 $4.270.0 $4.524.1 54.792.4
"Ii, Change 38.8% 16.1% 6.8% 5.3% 5.1% 6.()O/;, 6.0% 6.0'\<.. 5.9'"",

Premium and Non-regulated Revmue~ 938.5 1.033.6 1.058.9 1.053.7 1.109.8 1.203.1 1.313.1 1.435.1 1.568.('
% Chanf,.>e 38.6% 10.1% 4.1% -0.5% 5.3% 8.4°/" 9.10;;. 9.3% 9.30""

Digital Video Revenue~ 114.4 233.9 136.9 244.9 346.4 446.4 544.1 640.0 732.!'
% Change 268.7% 104.4% 338.4% 78.9% 41.4% 28.9% 21.9% 17.6% 14.5%

HSCDS Revenu~ 114.6 284.3 134.1 300.5 577.1 912.1' 1.207.7 1.529.6 1,881.1<:
%Chanf,.'C 154.4% 148.1% I 68./W" 124,2% 92.o-'Jc, 58.2% 32.3% 26.7% 23.1)1'/"

Total R~v,nu~ S4.187.7 $5.059.6 S4.764.~ S5.216.Q S5.8:W.9 S6.591.7 57.3H.9 S8.128.S $8.975.~

% Chan!!e 4~.Oo,." 20.S% 14,S% 9.~% II.S% 13.0",,, 11.3% 10.Soti, 10.4"1"

£= Morga/l SWilley Research UIlItlQ/l'.'
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Exhibil129

Comcast Corporation
Pro Forma Consolidated Cable Television Operations, 2000·2006E (continued)

($ Million exn!pl per dOluj
Act",1 ProForma

200\1 2001 2000 2001 2002E 2oo3E 2004E 200SE 20061:
T 01.1 Rr\'f'ftue $4.187."' 55.059.6 $4.764.2 55.216.9 55.834.9 56.591.7 $7.334,9 58.128$ S8.Q75.~

%Chan~ 43.0% 20.8% 14.8% 9.5'1;' 11.8% 13.()1I/i> 11.3·/~ 10.8"". 10.4°".

Analog P~nunln(! Cost~ 1.055.6 1,225.9 1.188.9 1.261.9 1-172.4 1.488.2 1.607.7 1.737.~ 1.87;./
% orTalai Analog Revenue 25.2% 24.2% 25,OOiO 24.2"-" 23.5% 22.6% 21.9% 21.4~", 20.9°".

Digilal ?rag. & Direct Cost~ 17.2 46.8 29.5 46.8 76.2 107.1 141.5 179.: 219.7
% ofTotal Digital Revenue 15.0% 20.0% 21.6% 19.1'10 22.0-;(, 24JJ-!1I 26.0% 28.00/0 30.0·",

HSCDS Direct Openuinl!! Cost~ 37.9 100.0 37.9 100.0 1465 182.6 241.5 305.9 376.4
% ofTotal HSCDS Revenu~ 33.1% 35.2% 28.3'10 33.3-", 25.4'A, 20.0-", 20.0% 20.0-;" 20.0';-,.

Total Programming and Dire.:t Costs 1.110.0 1.372.7 1.256.3 1.408.7 1.595.2 1.777.9 1.990.; 2.222.(1 2.47:'.1'
'/0 o(Total Revrnln 26..5% 27.1% 26.4% 27.()O;o 27.3°;0 27.00;0 27.1% 27.30"" 27.6D

/"

Analog Service Gross Profit 2.903.1 3.315.5 3.3043 3.4095 3.539.0 3.744J 3.97.5.5 4.221.': 4.483.~

% ofTotal Anal~ Revenue 73.3% 73.0% 73 ..5% 73.0% 72.1'"" 71.6% 71.20;0 70.8% 70.50""
Digital Service Gross Profit 97J 187.1 107.4 198.2 270':: 339J 402.6 460.~ .51~.'7

% ofTotal Digital Revenue 8.5.0% 80.00/0 78.4% 80.9% 78.0010 76.()O"" 74.0% 72.(J% 70.0g,,,
HSCDS Gross Prafi, 76.7 1MJ 96~ 200.5 430.6 730.2 9"~ 1.223.6 1..50.5.:'i
% ofTotal HSCDS Revenue 66.9% 64.8% 71.7% 66.7% 74.6% 80.0% 80.0'10 80.0% 80.00

i"

TOlal Grosl Profit 3.077.1 3.686.9 3•.507.9 3.808.2 4.239.7 4.813.8 .5.344.2 5.906.2 6..5015
'/. o(Total R"""nu" 73.5% 72.9"/0 73.6% 73.0'10 72.7% 73.0% 72.90,., 72.70;0 72.4°;"
% Change 41.9% 19.8% 9.1% 8.6% 1I.3'10 13 ..5% 11.0% 10..5·/p 10.10",.

Other Operating Cost~ 467.7 633.7 460.0 554.8 673.8 747.9 789.0 835.1 881.!
% ofTotal Revenue!' 11.2%. 12.5% 9.7% 10.6% 11.5% 11.3% 10.8°/P 10.3'\,· 9.80,,,

Marketing COSl~ 152.2 177.1 166.7 19.5.6 241.5 263.7 293.4 325.2 359.0
% ofTotal Revenue!' 3.6% 3.5% 3..5% 3.8% 4.1% 4.oeiO 4.0% 4.0°", 4.0%

Gen. & Admin. Cost~ 557.2 683.4 876.0 R10.2 766.2 880.6 974.5 1.078.1 1.184.4
% ofTotal Revenue~ 13.3% 13.5% 18.4% 15.50,,0 13.1% 13.4% 13.3% 13.30,u 13.2%

Opt'ulinll Com 52.287.7 52.866.9 52.759.1 $2.969.2 53.276.8 53.670.1 54.047.6 54.461.0 54.898.3
% ofRevenue~ 54.6% 56.7i'/D 57.9% 56.9% 56.20;" 55.7% 55.2% 54.9% 54.6%

[8ITD" ind.l\rw St'n. St.rl-up Losses 51.900.0 52.192.7 52.005.1 52.247.6 $2.558.! 52.921.6 53.287.3 53.667.8 54.077.0
Opt'u1ine Margin 45.4% 43.3% 42.1% 43.1% 43.8°;" 44.3% 44.8% 45.1°;0 45.4%
% Change 40.2% 15.4% 12.9% 12.1'10 13.8% 14.2% 12.5'/0 11.6% 11.2%

E= Morgan SwnJey Research E$'imo'e~
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ExtlIbil130

Comeast Corporation
QVC Operating Model, Quarterly

2001 2002E
fS Millions) 01 02 03 Q4 OlE 02E 03E Q4E

Revenues
DomestiC $75:).] $756.8 $773.2 S1.088.0 $842.0 $839.8 5858.6 $1.205.7
United Kingdom 68.7 64.0 59.3 79.7 76.3 70.0 66.7 88.2
Germany 46.1 41.8 45.8 64.1 53.4 47.9 52.1 71.3
Japan/Other 14.1 13.4 16.8 30.4 16.2 15.4 19.~ 33.4

Total Revenue $884.0 $876.0 5895.1 51.262.2 5987.9 5973.1 5996.8 $1.399.1\

Rel'enut' Breakdown
DOmeslic 85.4% 86.4% 86.4% 86.2% 85.2% 86.3% 86.1% 86.1%
United Kingdom 7.8% 7.3% 6.6% 6.3% 7.7% 7.2% 6.7% 6.3%
Germany 5.2% 4.8% 5.1% 5.1% 5.4% 4.9%. 5.2% 5.2%
Japan/Other 1.6% 1.5% 1.9% 2.4% 1.6% 1.6% 1.1)010 2.4%

Total Rennue 100.0% 100.0% 100.0% IOO.OC'/o JOO.OC'Io 100.0% IOO.l)% 100.00/.

Revenue Growth
Domestic 8.4% 15.0% 8.8% 10.4% 11.5% 11.0% 11.0% 10.8%
United Kingdom ·13.0% -10.5% ·10.2% ·5.5% 11.1% 9.3% 12.5% 10.7%
Gennany 33.2% 40.7% 35.1% 62.7% 15.8% 14.6% 13.9% 12.8%
Japan/Other 31.8% 16.5% 69.7% 108.2% 15.0% 15.0% 15.0% 10.00/0

Total R~venu~ 7.7% 13.7% 9.1% 12.3% 11.8% 11.1% 11.4% 10.9%,

Gross Profit

Domestic 5283.2 5281.5 5279.1 5371.0 5312.6 5312.4 5310.0 $411..2
United Kingdom 24.0 22.0 20.9 30.6 29.3 26.9 23.5 33.9
Gennany 13.3 11.9 14.2 19.9 16.0 14.8 16.7 23.9
Japan/Other 6.9 5.4 7.0 12.0 7.9 6.2 8.1 13.2

Tolal Gross Margins $327.4 5320.8 5321.2 $433.5 5365.8 53603 5358.2 $482.2

Operaling Cash FIe",-

DomestIC 5170.6 5166.5 5157.8 5231.5 5190.2 $187.8 $178.6 5260.2
United Kingdom 5.5 3.2 4.0 12.4 9.1 84 6.0 10.9
Germany (0.8) 12.7) 12.5) 11.0) 10.8) 12.71 (2.5) (OJ)
Japan/Other 12.6) 17.2) 15.61 16.8) 12.61 0.2) 15.61 04.6)

Total Operating Cash Fie" 5172.7 5159.8 $15.1.i 5236.1 5195.9 $186.:; 5176.5 5256.1

EBITDA Mar,ins
Domestic 22.6% 22.00/0 20.4% 21.3% 22.6% 22.4% 20.8% 21.6%
United Kingdom 8,()% 5.0% 6.7% 15.6% 11.9% 12.0% 9.0% 12.3%
(iemlanl _17°" _65";; .~.~o" -1.flo,; ·J.~'h -5,{,"·, ..4.Rl'\; ·05''J;.
Japan/Other -18.4% _53.7°/0 _33.3°1" -22.4% _16.0°/0 46.7% -29.0% 43.7%

Total EBITDA Margins 19.5% 18.2% 17.2% 18.7% 19.8% 19.1% 17.7% 18.3%

EBITDA Growth
Domestic 22.2% 22.6% 11.7% 18.3% 11.5% 12.8% 13.2% 12.4%
United Kingdom -31.3% 60.0% 53.8% 63.2% 65.1% 163.4(',(, 49.7% -12.3%
Gennany NM NM NM NM NM NM NM NM
Japan/Other NM NM NM NM NM NM NM NM

Tolal EBITDA Growth 19.3% 19.3% 10.3% 17.3% 13.4% 16.6% 14.8% 8.5%
EBITDA Growth (en!. Japan/Other) 21.1% 25.5% 114% 20.1% 13.2% 15.9% 14.3% 11.4%

E'" Morgon Stonley Reseorch Es,imole.l

Broadband Cable Television - April 5. 2002
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Exhibit 131

Comcast Corporation
eve Operating Model, 2000·2006E

($ MjlJ;onsJ 2000 2001 2002E 2003E 2004E 2005E 2oo6E

Revenu"
Domestic $3.050.8 $3.373.1 $3,746.2 $4,120.9 $4.513.1 $4.929.2 $5.371.7

Unned Kin@.dom 300.8 271.7 301.2 328.6 350.1 369.9 392.4

German~ 137.6 197.8 225.8 262.7 297.8 331.4 362.2

Japan/Other 46.7 74.7 84.4 94.4 104.5 114.5 124.3

Tot.1 Rnenllt' $3.535.9 53.917.3 $4357.6 $4.806.7 $5.265.4 $5.745.1 $6.250.6

Rt'nnue Bre.kdown
Domestic 86.3% 86.1% 86.0% 85.7% 85.7% 85.8% 85.9%

United Kin(!dom 8.5% 6.90.4 6.9% 6.8% 6.6% 6.4% 6.3%

G~n~' 3.9% 5.0% 5.2% 5.5% 5.7% 5.8% 5.8%

Japan/Other 1.3% 1.9"'" 1.9% 2.0% 2.0% 2.0% 2.0%

Tot.1 Rtvenue 100.0% 100.00/6 100.0% 100..0% 100.0% 100.0% 100.0%

Revenue Growth
Domestic 13.2% 10.6% 11.1% 10.0% 9.5% 9.2% 9.0%
UnIted Kinpdom -8.2% -9.7% 10.9% 9.1% 6.5% 5.7% 6.1%

Germany 34.8% 43.8% 14.1% 16.4% 13.3% 11.3% 9.3%

Japan/Other 10.7% 60.0% 13.0% 11.8% 10.7% 9.6% 8.5%
Tot.1 Rennue 11.6% 10.8% 11.2% 10.3% 9.5% 9.1% 8.8%

Gross Profit
Domestic $1.081.8 $1.214.8 $1.346.1 $1.480.8 $1,621.7 $1.753.5 $1.891.8
United Kin[!dom 104.7 97.5 113.5 123.9 132.0 139.4 147.9
Germany 41.1 59.2 71.4 925 104.8 116.7 1275
Japan/Other 20.8 31.4 35.5 39.7 43.9 48.1 52.2

Total Gross Margins $1.248,) $1.402.9 $1,566.5 $1,736.8 $1.902.4 $2.057.7 $2.219.4

Operating Cash Flo"-
Domesric $612.4 $726.4 $816.8 $902.J $991.4 $1.070.0 $1.151.7
United Kinildom 20.2 25.1 34.4 39.0 42.9 47.6 53.0
Germany 02.0) (7.0) (6.3) 13.2 23.6 34.1 443

Japan/Other (1.4\ (22.21 <30.0) 09.3) (12.0) 9.2 II.R
Total Operating Cash FkI" $619.:! $722.3 $814.R $935,) $1.045.R $1.160.9 $1.260.8

EBITDA Margins
Domescic 20.1% 21-S'Yo 21.8% 21.9% 22.00/0 21.Wo 21.4%
United King.dom 6.7% 9.2% 11.4% 11.9% 123% 12.9% 13.5%
German~ ·8.7% -3.5% ·2.8% 5.0% 7.9% 10.3% 12.2%
JapM'Olhe' -;\.O~, ·29.7':.; -J:'i.M·;, ·205°" ·11.:'i1i; 8.M" 95~;

Total EBITDA Margins 17 .5'}~ 18.4"/~ 18.7~o 19.5% 19.9~u 20.2% 20.2U/u

EBITDA Gro~h

Domestic 19.5% 18.6% 12.4% 10.5% 9.9'% 7.90/0 7.6%
United Kinp:dom -51.7% 24.3% 36.9% 13.4% 10.1% 11.0% 11.2%
Germany NA NA NA NA 78.2% 44.7% 29.9%
Japan/Other NA NA NA NA NA 8.0% 9.5%

Total EBITDA Grolltth 14.8% 16.7% 12.8% 14.8% 11.8% J1.()OIO 8.6%
EBITDA Gro,,",h (~xcl. JapanlOtller: 16.0% 20.0% 13.5% 13.0% 10.8% 8.9"'" 8.4%

E=Morgan Stanley Research EstimoleJ
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